causality. The authors sought to determine whether the more holistic East Asians are less susceptible than Americans to the correspondence bias. The correspondence bias (or the fundamental attribution error) is the tendency to draw inferences about a person's unique and enduring dispositions from behaviors that can be entirely explained by the situations in which they occur (Gilbert and Malone 1995) .
In their study, Choi and Nisbett (1998) employed the attitude attribution paradigm in which Jones and Harris (1967) first demonstrated the correspondence bias. Specifically, Choi and Nisbett (1998) asked Korean and American subjects to read an essay either supporting or opposing capital punishment. In one condition (choice), participants were told that the essay was written under conditions of free choice. In the other condition (no choice), participants were told that the target person (writer) was assigned by a course instructor to support one side of the capital punishment issue. Subjects were subsequently asked to infer the true attitude of the target person toward capital punishment. The results showed that when the situational constraints were made salient, correspondence bias was lower among Korean subjects than among American subjects. Choi and Nisbett (1998) conclude that unlike American participants, Korean participants recognized the influence of situational constraints on behavior.
In summary, research consistently shows that East Asians endorse a more holistic model of causality than Westerners. This cultural difference in implicit theory of causality provides the primary basis for the hypotheses of the present study.
Malleability of Individual Dispositions
At a more specific level, people may have implicit theories about the stability of personal attributes. Dweck et al. (1995a Dweck et al. ( , 1995b and Chiu et al. (1997) found that individuals differ in their belief about the malleability of individual traits such as intelligence and morality. At one extreme are entity theorists who believe that a personal attribute (e.g., morality) is fixed and nonmalleable. At the other extreme are incremental theorists who believe that the attribute is malleable and can be changed.
The implicit theory about the malleability of individual traits is not inconsistent with the implicit theory about causality described in the preceding subsection. Indeed, Choi et al. (1999, 57) note, "If East Asians have a holistic notion of the person and the situation, it would be reasonable for them to hold to an incremental theory rather than an entity theory." In other words，to the extent that East Asians are holistic, they would be expected to recognize the role of situational factors in shaping individuals' dispositions, and consequently, they should believe in their malleability. Thus, it seems that both the theory about causality and the theory about malleability of individuals' disposition relate to the degree of holistic tendency. The difference appears to be in the specificity of the beliefs.
Whereas the theory about causality reflects beliefs about causal relationships in general, implicit This is the post-printed version of an article. The final published version is available at Behavioral Research In Accounting 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association. theories about individual dispositions can be more specific. For example, a person may have an entity theory about intelligence (believing that it is fixed), and at the same time, have an incremental theory about moral character (believing that it is malleable). Thus, individuals' may have different theories of different attributes (Dweck et al. 1995a ).
In their study, Chiu et al. (1997) examined implicit theories in a variety of serial (non-business) domains. They found no significant cultural difference in perceived malleability of moral character between their American and Chinese student samples. Nevertheless, given its relevance to the study of fraudulent behavior, the present study examines the potential impact of individuals' implicit theory about moral character on their attributions of morality.
HYPOTHESES

Attribution of Morality
Based on the Chinese participants' endorsement of a more holistic theory of causality, it is predicted that the Chinese will be more sensitive than the Americans to situational factors when making attributions of the morality of a person engaging in a fraudulent act. In other words, compared to American subjects, they will be influenced to a greater extent by situational factors when inferring the morality of the target person. To test this prediction, the present study uses two separate cases.
The first case manipulates the target person's degree of choice to engage in the fraudulent behavior, and the second case manipulates the target person^ rationale for engaging in the fraudulent behavior. Below, specific hypotheses are developed with respect to each situational factor.
Choice
The first case involves corruption. It describes a newly hired accountant who personally benefited by agreeing to participate in an over-billing scheme to defraud his company. In the case, choice to commit the fraud is either high or low. The design is similar to that of Choi and Nisbett (1998) . Recall that in their study, Koreans showed a lower degree of correspondence bias than Americans presumably due to their greater attention to the salient situational constraints. Based on these findings, the following interaction effect between culture and choice on the attribution of morality is hypothesized: HI: Chinese participants will infer that the target person is significantly less immoral when the fraud is committed under conditions of low choice than under conditions of high choice.
In contrast, the morality attributions of American subjects will be influenced less by the target person's choice to engage in the fraud.
Rationale
The second case involves fraudulent financial statements. It describes an entry-level accountant who Behavioral Research In Accounting 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association.
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complies with a request from his manager to misstate the financial statements after the latter offers a rationale for committing the fraud. The availability of a rationale is a key element common to most fraudulent acts (Albrecht 2003) . The present study examines two rationales. One rationale is to save a division of the company and the jobs of its hundreds of employees ("collective" rationale) whereas the other rationale is to save a divisional manager's job ("individual" rationale).
It is predicted that when inferring the morality of a target person, the relatively holistic Chinese subjects will be more sensitive than American subjects to the target person's rationale for engaging in the fraud. Specifically, the following is hypothesized: differed on that characteristic. To that end, subjects from both groups were administered a ten-item holistic tendency scale developed by Choi et al. (2003) . The ten items (see Appendix A) were rated from 1 (strongly disagree) to 7 (strongly agree). Higher scores reflect a greater extent of holistic tendency.
Subjects' perceived malleability of morality was also measured. The three-item measure (see Appendix A) developed by Dweck et al. (1995a) was used. Responses were scored on a six-point scale ranging from 1 (very strongly disagree) to 6 (very strongly agree). Higher (lower) scores reflect a greater belief in the fixedness (malleability) of moral character.
CHOICE
The corruption case contained the "choice" manipulation. In the "low choice" condition, the request to engage in the fraudulent act is made by an immediate supervisor with whom the target person has developed a good working relationship. In the "high choice" condition, an outsider (a vendor) makes the request.
RATIONALE
The fraudulent statements case contained the "rationale" manipulation. In the "collective," condition, a manager explains that the misstatements are necessary in order to save hundreds of jobs. In the "individual", condition, the manager justifies the fraudulent statements by claiming that he otherwise would lose his job.
Dependent Measures
Attribution of MORALITY
For each case, subjects were asked to infer the morality of the target person about whom they read.
Following Reeder and Spores (1983) , an 11-point scale was utilized with the endpoints labeled 0 ("very immoral"）and 10 ("very moral"）.
REACTION to Fraudulent Behavior
Following the discovery of the fraudulent behavior, subjects were asked to indicate on an elevenpoint scale labeled 0 (not at all) to 10 (completely agree), the extent of their agreement with each of three punishment-related statements. The first statement recommended termination of the target.
The second statement recommended that the company give the target person another chance. The third statement recommended prosecution of the target. After reversing the score of the second item, a mean reaction score was computed by averaging the total of the scores for the three items. Thus, a higher mean reaction score reflects a greater level of agreement with recommendations that focus on punitive actions directed at the target person. The three-item scale had acceptable reliability in both the corruption (Cronbach alpha = 0.76) and the fraudulent statements (Cronbach alpha = 0.77) 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association.
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cases.
RESULTS
Implicit Theories
CAUSALITY
As expected, Chinese subjects (5.26, std. dev. = 0.76) scored higher on the holistic CAUSALITY scale than American subjects (4.64, std. dev. = 0.79). This difference was significant (F (1,60) = 9.96, p = 0.002), and comparable to that found by Choi et al. (2003) between Koreans (5.29) and Americans (4.97). Table 1 shows the correlations between holistic CAUSALITY and the other measured variables. In each case, the MORALITY attributions were significantly and negatively correlated with the REACTION scores. The MORALITY attributions were not significantly associated with the holistic CAUSALITY scores. One potential explanation is that the effect of holistic CAUSALITY on the attribution of MORALITY is not direct, at least in the present study. It is possible that at the individual level the effect is moderated by other variables.
MALLEABILITY of MORALITY
The American (3.98, std. dev. = 1.15) and Chinese (3.91, std. dev. = 0.63) subjects did not differ significantly in their implicit belief about the MALLEABILITY of MORALITY (F (l,60) = 0.09, p = 0.77). This lack of significant difference between the two cultures is consistent with the findings of Chiu et al. (1997) .
Manipulation Checks
CHOICE
To check whether the manipulation of CHOICE was understood as intended, participants were asked to indicate on an 11-point scale labeled 0 (not at all) to 10 (completely agree), the extent to which they agreed that the target person had no choice but to comply with the request to participate in the fraud. Compared with subjects in the "low choice" condition (4.2, std. dev. = 2.88), those in the "high choice" condition (2.0, std. dev. =2.42) agreed to a lesser extent that the target had no choice (F (1, 58) = 15.46, p <0.001). The CULTURE x CHOICE interaction effect was not significant (F (1, 58) =0.81, p = 0.371) indicating that the CHOICE treatment effect did not vary across cultures. Behavioral Research In Accounting 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association.
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MORALITY and their attribution of MORALITY is negative (see Table 1 ). Thus, the more participants believed in the MALLEABILITY of moral character (i.e., endorsed an incremental theory), the less immoral they perceived the target person to be.
Hypothesis 3
The third hypothesis predicts a significant association between the inferred MORALITY of the target person and the REACTION score. For each case, an ANCOVA with MORALITY as a covariate was performed on the REACTION measure. 3 The results for the corruption case are shown in Panel A of Table 4 . The predicted association between MORALITY and the REACTION score is significant (F(l,59) = 21.23, p < 0.001). This is consistent with the significant negative correlation (-. 637, p < 0.01) between the two variables as shown in Table 1 .
The ANCOVA results for the fraudulent statements case are shown in Panel B of Table 4 . As in the corruption case, the predicted association between MORALITY and REACTION is significant (F( 1,59) = 8.12, p = 0.006). This is consistent with the significant negative correlation (-.321, p < 0.05) between the two variables as shown in Table 1 . Thus, the results for both cases provide support for H3. Behavioral Research In Accounting 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association.
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Another possible limitation is that the difference in collectivism (individualism) between the two cultures may have influenced morality attributions in the fraudulent statements case. Hofstede's (1980 Hofstede's ( , 1997 Hofstede's ( , 2001 ) research suggests that Asians are more collectivist than Americans who tend to be individualist. If such a difference did exist between the two samples in the current study, in the fraudulent statements case, one would expect a culture X rationale interaction effect on the response to the rationale manipulation check question. That interaction effect was not obtained [F (1, 58) = 0.72, p = 0.401] . This suggests that any difference in collectivism (individualism) between the two cultures was not significant, and it did not influence morality attributions. However, as in the case of power distance, the potential influence of any cross-cultural difference in collectivism (individualism) cannot be entirely ruled out since it was not assessed.
The study's limited external validity should also be noted. While the theory on which the hypotheses were based and developed is not meant to be context specific, in this study they were tested with respect to particular fraudulent acts (corruption and fraudulent statements) by new employees, using accounting students from two specific cultures (American and Chinese). Accordingly, any generalizations must be made with care.
Notwithstanding the foregoing limitations, the results of the present research have potentially important implications for both practice and research. From a practical standpoint, the results provide insights into possible areas of disagreement between employees from different cultures that can result from their divergent opinions about individuals' responsibility for fraudulent acts. In particular, the findings suggest that there may be cultural differences in the degree of endorsement of situational ethics. Similarly, the divergent views between American and Chinese individuals regarding the appropriateness of punishment for fraudulent acts indicate possible disagreement between the two cultural groups, regarding the need for and the effectiveness of punishment-related actions. In the current era of business globalization, an awareness of the existence of, and an understanding of the reasons for these divergent views may help in preventing or minimizing the likelihood of cross-cultural conflicts that may otherwise arise.
With respect to research implications, the findings of this study suggest that the implicit theory approach may be a viable way of examining the influence of culture on accounting practices, at least between East Asian and Western cultures. In particular, the implicit theory approach and Hofstede's (1980) value approach can be viewed as complementing each other. The circumstances under which implicit theories may be more important than cultural values (and vice versa) in determining crosscultural differences in accounting-related judgments and behaviors can be a productive area for future investigation.
Future research may also explore the generalizability of the current findings to other accounting This is the post-printed version of an article. The final published version is available at Behavioral Research In Accounting 19:1 (2007); doi: 10.2308 /bria.2007 .19.1.231 ISSN 1050 -4753 (Print) / 1558 Copyright © American Accounting Association.
domains. To this end, research can use an implicit theory approach to re-examine accounting issues that have previously been studied using Hofstede's (1980) value dimensions. Examples include project evaluation decisions (Chow et al. 1997; Salter and Sharp 1997; , and auditors' ethical reasoning (Cohen et al. 1995; Tsui 1996) . Such studies could examine the relevance of cultural differences in the theory of causality as well as in other implicit theories. Results would provide evidence of the predictive ability of the theory approach relative to the value approach.
FOOTNOTES
1. Eight non-American students were excluded from the U.S. sample.
2. The results are not significantly different without the covariate. The malleability score is included as a covariate in the corruption case to provide comparability with the fraudulent statements case. cannot be changed very much.
3. There is not much that can be done to change a person's moral traits (e.g., conscientiousness, uprightness, and honesty).
Responses were scored on a six-point scale ranging from 1 (very strongly disagree) to 6 (very strongly agree). Higher (lower) scores reflect a greater belief in the fixedness (malleability) of moral character.
